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FEDERAL HOME LOAN BANK BOARD
The Independent Bankers Association of America recently announced that it is preparing
to sue the Federal Home Loan Bank Board "to halt the dramatic rise in interstate
mergers of savings and loan associations." The IBAA, which represents approximately
7,300 mostly small commercial banks, charged that the FHLBB and its deposit in
surance arm, the Federal Savings and Loan Insurance Corporation, "were without
legal grounds to arrange mergers as they have in recent months."
The IBAA has
not determined where or when the suit will be brought, but indicated that it
would seek "a broad ruling from the court that will set out a clear policy" on
interstate mergers of S&Ls. It was also indicated that they would like the suit
to deal with a "prospective" situation leading to injunctive relief blocking
possible future mergers. In addition, the IBAA said it had not ruled out a suit
to unravel an interstate merger already completed by the Bank Board.
If that
route is taken, it was suggested that the 12/18/81 merger between Home Savings
of Los Angeles, CA, and three failing S&Ls, two in Missouri and one in Florida,
might be chosen.
INTERIOR, DEPARTMENT OF
Major changes in oil and gas royalty collection and accounting to recover an
estimated $200-$500 million a year in royalties on federal and Indian leases
will be implemented by the Department of Interior. According to testimony on
1/28/82, before the Senate Energy and Natural Resources Committee, Secretary
Watt stated that all of the 60 recommendations proposed in a recently released
report from the Commission on Fiscal Accountability of the Nation’s Energy Re
sources will be accepted (see the 1/25/82 Wash. R pt.) . The major changes in
clude the creation of a new bureau within DOI, the Minerals Management Service.
The responsibilities of the MMS will be the financial accounting functions pre
sently under the jurisdiction of the U.S. Geological Survey’s Conservation Depart
ment. The service, which will report to the Secretary through a Minerals Manage
ment Board, will be headed by a CPA. Other Commission proposals agreed to include
the creation of a legislative task force within DOI to initiate legislative changes
through a suggested omnibus royalty management bill; and, an Advisory Commission
composed of federal, state and Indian Tribe representatives to improve the level
of cooperation among the governments in the collection and accounting for royalties.
Lastly, "look back audits" will be conducted regarding the sufficiency of past
royalty payments of the top 25 royalty payers.
OFFICE OF MANAGEMENT AND BUDGET
September 30, 1982 has been set for the completion date for the drafting of the
Federal Acquisition Regulation by the Office of Federal Procurement Policy. The
rule’s effective date will be 6/30/83. FAR, which began in 1978, will replace
the 30 year old Defense Acquisition Regulation and the Federal Procurement Re
gulations. Among the major FAR segments yet to be completed are those covering
small business and disadvantaged business concerns; construction and related
professional services; R&D contracting; disallowance, suspension and disapproval
of costs; negotiated indirect cost rates; general contract financing; advance
payments; solicitation of bids; and, contract debts. OFPP has emphasized that
due dates for comments on FAR drafts "are now critical."
PENSION BENEFIT GUARANTY CORPORATION
The 1981 annual reporting Form 5500 series and a new Schedule P , an annual return
that may be filed by benefit plan fiduciaries has recently been issued by the
IRS, the Labor Department and the PBGC. Newly included in the series is the
Form 5500 for employee benefit plans with 100 or more participants, Form 5500-C
for employee benefit plans with fewer than 100 participants, Form 5500-K for sole
proprietorships and partnerships, Form 5500-R, the short form for registration
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ment and church plans, Schedule A on insurance information, Schedule B on
actuarial information, Schedule SSA, the annual registration statement identifying
separated participants with deferred vested benefits,and the new Schedule P,
entitled, Annual Return of a Fiduciary of an Employee Benefit Trust. The in
structions to Forms 5500, 5500-C and 5500-K note that multiple employer collectively
bargained plans may now be considered multiemployer plans. Additionally, the PBGC
announced that a 10.75% interest rate will be used to value immediate annuities
for non-multionployer defined benefit plans that terminate on or after 2/1/82.
SECURITIES AND EXCHANGE COMMISSION
A strong reaffirmation of support for the American Law Institute's Federal Secur
ities Code was contained in an SEC statement of position, released on 1/21/82.
The SEC stated that a review of its original position of support was under
taken because three of the five present Commission members have been appointed
since the SEC announced its support for a revised Code in a release issued
on 9/18/80. The Code is a single proposed statute encompassing the seven
basic securities laws statutes enacted since 1933. It rationalizes the
existing scheme and effects an enormous simplification to the process of regulat
ing the securities market, according to the SEC. The Commission added that it
"encourages others, including affected industry and professional groups, to join
in this effort to improve the securities laws."
The SEC will rescind ASR 250, requiring disclosure in proxy statements about non
audit services performed by auditors for their clients, according to the Commis
sion in a decision reached in an open meeting in Washington, D.C., on 1/28/82.
In addition, the SEC will not reinstate ASR 264, which discussed factors rele
vant to an evaluation of the impact on auditor independence by the performance
of nonaudit services. Reinstatement had been requested by several groups, but
was denied, with one SEC Commissioner remarking that arguments in favor of re
instatement were primarily competitive in nature and not particularly appro
priate to the issue. Also anticipated is a forthcoming SEC release, which will
likely terminate any further consideration of requiring a management statement
on internal accounting control in annual reports.
TREASURY, DEPARTMENT OF
Due to an expanded tax table, taxpayers who use the short Form 1040A income tax
return may find it easier to file for 1981, according to IRS press release IR82-16. This year, 1040A users, regardless of filing status, with taxable income
up to $50,000 will use the same table to figure their income tax. The table re
places last year's four tax tables which were available only to taxpayers with
income of $20,000 or less, or $40,000 or less, if married and filing a joint re
turn. Because of the new table's higher income limit, more taxpayers can file
a 1040A this year rather than the longer Form 1040. Additionally, the 1981
Form 1040A permits taxpayers to report unlimited interest or dividend income.
Guidance on the limitation of benefits when a defined benefit plan is terminated
within 10 years of its establishment has recently been issued as a notice of
proposed rulemaking by the IRS (see the 1/26/82 Fed. Reg., pp. 3562-64). For
p e n s i o n plans subject to the p l a n t e r m i n a t i o n ins u r a n c e p r o v i s i o n s o f T i t l e IV
of ERISA, the proposed amendments would increase the limit of employer contribu
tions that could be used for the highest paid employees. Due to the interaction
of the qualification and vesting/discrimination provisions of the Code, the
additional employer contributions allowed as a result of the amendments would
be mandatory. According to the IRS, the increased amount that would be avail
able to "substantial owners is equal to the present value of the benefit guaran
teed for substantial owners under section 4022 of ERISA, or if the plan has not
terminated on the date the benefit commenced." Section 4022 sets forth the methods
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to be used by the PBGC in setting benefit guarantee levels for single employer
plans. Comments are requested by 3/29/82. For additional information contact
Marjorie Hoffman at 202/566-3430.
Improved tax collection and enforcment measures were recently proposed by the Presi
dent in his "Federalism" initiative, including IRS staff increases, corporate
incom e tax payment speedup, and withholding on interest and dividends. Over
5,000 employees, costing approximately $154 million, would be added to the IRS
staff, if Congress approves the administration's FY 1983 budget. Approximately
3,000 new employees would be working on collections of delinquent accounts; 1,000
involved with examinations; 1,000 identifying non-filers; and, 225 new staffers
to reduce the back log in the appeals division. This effort is expected to
result in the collection of an additional $2 billion in revenues. The President
also proposed withholding of 5% of payments of taxable interest and dividends.
Corporations and nontaxable individuals filing exemption certificates would be
exempt from withholding. Taxpayers aged 65 or over would also be exempt, if
their tax liability was $500 ($1,000 on a joint return) or less. Regarding a
speedup in corporate tax payments, the administration has proposed to increase
the required estimated tax payment from 80% to 90% of the current year's liability
for tax years beginning after 1982.
In a related matter, the President's "Federalism" initiative included a
proposal to repeal the add on minimum tax for corporations, effective 1/1/83.
In its place would be an alternative minimum tax that would apply only to those
corporations that pay very low regular rates of tax. Corporations would be re
quired to pay the greater of their regular income tax or 15% of their alternative
tax base in excess of $50,000. The administration also proposed to disallow the
use of the completed contract method of tax accounting. Taxpayers will be re
quired to use either the percentage of completion method or the progress payment
method of accounting for long term contracts.
The time for splitting stock issued under options granted during 1976 through 1981,
exercised prior to 1/21/82, has been extended to 3/15/82, so that the stock may
be eligible for incentive stock (ISO) treatment, according to IRS press release
IR-82-7.
Section 14a.422A-l of the Temporary Income Tax Regulations provides
that if it was necessary to split stock issued under an option exercised before
1/21/82, in order to elect ISO treatment because the applicable dollar limits
were exceeded, then separate stock certificates must be issued, or reissued no
later than 1/21/82. Because this deadline may result in undue administrative
hardship, the IRS will extend the time for splitting stock from options exer
cised before 1/21/82 to 3/15/82. The IRS emphasized that options not exercised
before 1/21/82 still must be split prior to exercise in order to be eligible
for ISO treatment.

SPECIAL:

CPAs NAMED TO ADVISORY TASK FORCE ON SMALL BUSINESS

AICPA Chairman George Anderson and CPA Leo Hudetz have agreed to serve on an Advisory
Task Force on Small Business, recently set u p by Sen. John Melcher (D-MT) . There
will be five task forces, broken down regionally, to deal with the issue of ex
panded small business within the state of Montana. According to Sen. Melcher,
small business is one of the most important sectors of the economy, yet it is
frequently overlooked in public policy debates. The task forces have already
begun their work through a series of informal meetings with the Senator. Con
gressional sources indicate these meetings may precipitate legislation to aid
small businesses in the economy.
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SPECIAL:

HEARING SCHEDULED ON BILL TO AID THRIFT PARTNERSHIPS

Special tax treatment of partnerships between thrift institutions and others will
be the subject of a joint Senate hearing scheduled for 2/5/82. The hearing, by
the Senate Finance Taxation Subcommittee and the Banking Subcommittee on Housing
and Urban Affairs, will focus on S.1828, a bill introduced by Senator Richard
Lugar (R-IN), who chairs the Banking Subcommittee. The bill would help thrift
institutions to dispose of low-yield mortgages by allowing the passing of losses on
the sale of mortgages to other taxpayer-partners, who could use the losses to
offset income. The hearing record will remain open through 2/19/82 for written
statements, which should be sent to Robert Lighthizer, Chief Counsel, Finance
Committee, Room 2227, Dirksen Senate Office Building, Washington, D.C. 20510.
SPECIAL:

SENATE READY TO BEGIN DEBATE ON REGULATORY REFORM BILL

Reform of the process by which Federal agencies develop and promulgate their regu
lations, including a possible increase in Presidential oversight authority over
those regulations and agencies, will be the subject of continuing debate by the
Congress now that it has returned from recess. Expanding on the cost-benefit
analysis approach to regulatory reform begun in the Ford Administration and
continuing through the Carter Administration, the Senate will consider two
versions of S. 1080, the "Regulatory Reform Act," introduced by Sen. Paul
Laxalt (R-NV) on 4/30/81. The Senate Governmental Affairs Committee version
and the Senate Judiciary Committee version deal with the same subject matter,
but differ significantly regarding presidential authority over independent
regulatory agencies, scope of judicial review, cost factors and designation
of major regulations. Scope of presidential oversight, which, according to same
critics, could result in greater control over the actions of the Federal Reserve
Board, differs significantly in each version. The Judiciary's version allows
the President or officer designated by him to establish procedures for executive
agency and independent regulatory agency compliance with regulatory analysis
provisions and to monitor such compliance. The Governmental Affairs' version
limits the President's oversight authority over regulations of independent
regulatory agencies to nonbinding advisory recommendations. Consideration by
the full Senate is being discussed as a possibility for this week.
SPECIAL:

AICPA'S SEC PRACTICE SECTION REVISES MEMBERSHIP AND DISCLOSURE
REQUIREMENTS

Changes in membership and disclosure requirements for the AICPA's SEC Practice
Section were recently adopted by the Institute.
In response to task force
recommendations, the SEC Practice Section's Executive Committee adopted several
changes in membership requirements, effective 1/1/82. The changes include an
elimination of the requirement for firms with fewer than five SEC audit clients
and fewer than 10 partners to rotate audit partners on those engagements. Also,
an extension from five to seven years was added to the period for partner rota
tion on SEC audit clients.
In addition, reporting the following information
in the firm's annual report to the SEC Practice Section has been discontinued:
an organization chart or description; names of the firm's SEC clients; and, the
number of SEC clients whose fees exceed five percent of total domestic firm fees.
Lastly, a modification of the CPE requirements was adopted to reduce recordkeeping
when state requirements are similar.

For additional information, please contact Jim Kovakas, Gina Rosasco
Nick Nidhols or Kathee Baker at 202/872-8190.

AICPA Washington Report
American Institute of Certified Public Accountants
1620 Eye Street, N.W., Washington, D.C. 20006

FIRST CLASS M AIL

